This paper documents that analyst recommendations aggregated at the country level predict international stock market returns. A trading strategy based on past country-level recommendations yields an abnormal return of around one percent per month. Aggregate analyst recommendations also help to predict changes in gross domestic product after accounting for survey-based forecasts. Overall, our results suggest that analyst recommendations aggregated at the country level provide useful information to guide international asset allocation.
Introduction
This paper examines whether analyst recommendations aggregated at the country level have predictive value. We define the aggregate recommendation for a country as the valueweighted average of all outstanding recommendations for shares listed in the domestic stock market. By averaging across firms, we eliminate firm-specific information contained in analyst recommendations and obtain a measure that potentially contains unique information about the aggregate company outlook for each of the 33 countries in our sample. This country-level recommendation is used in our main trading strategy which consists of buying the MSCI market index (in USD) of countries in the quintile with the highest average recommendations and selling the MSCI market index of countries in the quintile with the lowest average recommendations. Depending on the international asset pricing model and portfolio formation window used, this strategy yields an abnormal return that ranges from 0.6 to 1.0 percent per month.
Prior studies show that analyst recommendations provide valuable information at the firm level. For example, Barber, Lehavy, McNichols, and Trueman (2001) find that buying stocks with the most favourable consensus analyst recommendations and short selling stocks with the least favourable consensus recommendations, yields annual abnormal returns of more than four percent. Jegadeesh, Kim, Krische, and Lee (2004) show that changes in consensus recommendations over the previous quarter also predict future returns of individual firms. 1 A small number of studies take an international perspective. For example, Jegadeesh and Kim (2006) evaluate the value of analyst recommendations in the G7 countries. They show that 1 See also Davies and Canes (1978) , Beneish (1991) , Stickel (1995) , Green (2006) and Irvine, Lipson, and Puckett (2007) .
calendar time trading strategies that buy upgraded stocks and sell downgraded stocks are profitable in six of the seven countries.
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This study extends the literature on analyst recommendations by examining the information content of analyst recommendations at the country level. Our research is related to Howe, Unlu, and Yan (2009) and Boni and Womack (2006) . Howe et al. (2009) show that changes in aggregate analyst recommendations for US stocks forecast future excess returns for the US stock market. However, their evidence with regard to the ability of industry-aggregated analyst recommendations to predict industry returns is substantially weaker. Examining the same issue, Boni and Womack (2006) conclude there is no predictive value in industryaggregated analyst recommendations.
We use IBES analyst recommendations for stocks from 33 different countries for the period from January 1994 to June 2015, to construct monthly average country-specific recommendations. In our base case, we focus on the value-weighted average consensus forecast using three-month outstanding recommendations and one-month-ahead stock market returns.
Buying the market index of the quintile of countries with the highest average recommendations and selling the market index of the quintile of countries with the lowest average recommendations yields a monthly abnormal return of 0.935% (t-statistic is 3.12) based on the international asset pricing model in Brusa, Ramadorai, and Verdelhan (2014) , and a monthly abnormal return of 0.802% (t-statistic is 2.46) based on the international five factor asset pricing model in Fama and French (2015b) . Similar results are obtained in a panel setting that allows for time-variation in risk exposures of international stock markets. Additional tests show these results are robust to changes in research design and also hold in the more recent period 2 See also Moshirian, Ng, and Wu (2009). after the regulatory changes affecting the brokerage industry around the world in 2002 and
2003.
We build on the result that international stock market returns are predictable and test the conjecture that one of the reasons our trading strategy is successful is that country level recommendations contain useful information about future macroeconomic conditions. Brown, Call, Clement and Sharp (2015) report that private communication with management is the most important input to analysts' earnings forecasts and stock recommendations. Aggregating stock recommendations across analysts might, therefore, provide a unique insight into the aggregate outlook for the corporate sector of different countries and be useful in predicting future macroeconomic conditions in these countries. To test this conjecture, we examine whether country-level recommendations predict future growth in gross domestic product (GDP) for the countries in our sample. We find a highly significant relation between country-level analyst recommendations and next quarter's GDP growth in a model that includes country fixed effects, quarter fixed effects, and last quarter's GDP growth. Country-level recommendations still have predictive power for GDP growth two-quarters later, but do not after that. Consistent with our claim that country-level recommendations provide an additional and unique insight into the outlook for the corporate sector for the different countries, we find that our results do not change when we include the average score from the World Economic Survey (WES) for each country-quarter pair regarding the state of the economy over the next 6 months.
Our results should be of interest to practitioners. For example, Busse, Goyal and Wahal (2014) find little evidence of superior performance by actively managed global equity funds.
Similarly, Gallagher, Harman, Schmidt and Warren (2016) report that country selection does not contribute significantly to excess returns of global equity managers. The simple trading strategy proposed in our study has the potential to contribute to the performance of global equity funds considerably. Our finding that country-level recommendations help to predict future GDP growth for a broad cross-section of countries should be of interest to several economic actors given the importance of macroeconomic predictions for policy decisions at a national and international level.
We contribute to the literature by showing that aggregate analyst recommendations for individual countries contain information about the cross-section of future international stock market returns and the cross-section of future GDP-growth. We thus contribute to an emerging literature that focuses on the information content of firm-specific variables that are aggregated at the market level (see for example, Anilowski, Feng, and Skinner (2007) 
Data, Variable definitions, and Descriptive Statistics
In this section, we first discuss data sources and sample selection. Next, we discuss the construction of our aggregate analyst recommendation measure. Finally, we present descriptive statistics.
Data sources and sample selection
We obtain analyst recommendations from the I/B/E/S Recommendation Detail files for US stocks and the I/B/E/S Recommendation Detail files for International stocks for the period from January 1994 to June 2015. 3 We include the 33 countries that have more than 10,000 recommendations in I/B/E/S for stocks listed on their domestic stock exchanges and for which data are available in Compustat. 4 Analysts may have individual recommendation scales, but I/B/E/S standardizes recommendations as 1 (strong buy), 2 (buy), 3 (hold), 4 (sell) and 5 (strong sell). Following previous studies, we reverse the ordering of the recommendation labels so that large (small) numbers represent positive (negative) recommendations. Recommendations can be upgrades, downgrades, reiterations or initial recommendations. Since we focus on the information content of aggregate recommendations across all firms in a country, the sample consists of all types of recommendations.
The final sample of recommendations is constructed using the following criteria 5 :
(1) The recommended stock must have a CUSIP or SEDOL identifier;
(2) The recommendation must be from an analyst with a non-missing analyst code;
(3) The recommendation must range from 1 to 5; (4) The announcement date should not be later than the activation date 6 ;
(5) The country domicile code for the firm is available 7 ;
We merge the recommendation data with Compustat and require that the GVKEY, Issue ID, stock prices, the number of shares outstanding, incorporation country code and exchange country code are available in Compustat. 8 For each firm, we only retain share issues with the same exchange country code and incorporation country code, so that we exclude recommendations for cross-listed issues from our sample. 4 On average, these 33 countries represent around 80% observations in the IBES Recommendation database with 110 countries' recommendations available in total. 5 Based on Jegadeesh and Kim (2006) and Howe et al. (2009) . 6 The Activation Date is the date that the recommendation was recorded by Thomson Reuters. 7 For each company we obtain the country domicile code from the I/B/E/S Summary History-Company Identification-file and match it with the corresponding country name using the IBES "Summary History Manual. 8 For observations with the same GVKEY and same Issue id, we only keep the observations with largest market capitalization in U.S. dollars. 9 Because of this requirement, the country-level recommendation is more likely to be based on recommendations from local analysts. For a sample of 32 countries, Bae, Stulz, and Tan (2008) 
By calculating the average recommendation across all stocks in each country, idiosyncratic firm-specific information contained in these recommendations is averaged out.
To ensure a reasonable amount of diversification, we follow Bae et al. (2008) and only include country-months if there are at least 50 firms with outstanding recommendations.
Descriptive statistics
After imposing the criteria discussed previously, we obtain a sample of 1,881,953 analyst recommendations from 33 countries for the period January 1994 to June 2015.
Following Howe et al. (2009) , we separate these recommendations into "initial recommendations" and "revised recommendations." An initial recommendation is a recommendation by an analyst without a recommendation for the same stock in the past 12 months. A revised recommendation is a recommendation by an analyst on a stock for which (s)he issued at least one recommendation in the previous 12 months.
Using this definition, we get 896,706 initial recommendations and 985,247 revised recommendations. Table 1 From Table 1 , we see that more than 80 percent of all recommendations are neutral or favorable regardless of whether they are initial or revised recommendations. Panel B shows that analysts are more likely to make no changes or small changes in their recommendations.
About 23 percent of the recommendations updates are unchanged, and 47 percent of the changes are one step up or one step down (e.g. from buy to strong buy or hold).
[ Table 1 ] Table 2 shows the descriptive statistics of all recommendations in the sample for each year between 1994 and 2015. The sample coverage in column (2) in Table 2 indicates that the recommendations for the stocks listed in the 33 countries in the sample represent approximately 79% of all available recommendations in IBES through time. From column (3), we see that the number of firms covered more than doubles during the period from 1994 to 2015, and column (4) shows that the number of analysts who issue recommendations almost triples in this period.
As shown in column (5) in the last row of Table 2 , the mean number of analysts per firm is 7.01 and column (7) in the last row shows that the average number of companies covered per analyst is 8.31. These statistics are similar to Howe et.al (2009) for the U.S. The last column of Table 2 shows that for each year in the sample period the average recommendation is somewhere between buy and hold (greater than 3), which is also consistent with the findings of previous studies.
[ Table 2 ] Table 3 shows descriptive statistics for the recommendations for domestic stocks for each country in our sample. for the number of analysts and the number of firms covered. Generally, analyst coverage on IBES is most extensive for the U.S. Column 3 and 4 report the average and median recommendation scores for each of the countries. The highest average recommendation is for China (4.06) and the lowest average recommendation is for New Zealand (3.26). To illustrate the evolution of the country-level recommendations over time, Figure 1 plots the average recommendation level for G7 countries for each month during the sample period. The average number of firms per analyst in developed countries equals five, which is lower than the average number of firms per analyst in emerging countries, which equals seven. At the same time, the average number of analysts per firm in developed countries at nine is higher than it in emerging countries at seven.
[ Table 3 ]
[ Figure 1 ] Table 4 Panel A (B) presents descriptive statistics for the monthly stock market returns in US dollars for each of the developed (emerging) countries in our sample. The highest average return across all countries is for Russia at 1.99%, and the lowest average return is for Japan at 0.27%. The results also show that emerging markets have higher average monthly returns and are more volatile (the mean return is 1.02% per month with a standard deviation of 10.32% per 16 Countries are classified based on the MSCI classification, see https://www.msci.com/market-classification.
month) compared to developed markets (the average return is 0.86% per month with a standard deviation of 6.33% per month).
[ Table 4 ]
The informativeness of aggregate analyst recommendations
In this paper, we test if the information content of the average recommendation across analysts in a country is fully incorporated in the stock market index of that country. Our tests involve a simple strategy that buys 'winner' countries (countries with a relatively high average recommendation) and sells 'loser' countries (countries with a relatively low average recommendation). We first present results based on calendar-time portfolio strategies. These strategies are easy to replicate as the country returns used in our tests are based on valueweighted gross total return MSCI indices (expressed in US dollars), which are exactly replicated by tradable ETFs. These ETFs trade on a continuous basis and can be sold short.
In our second set of tests, we examine the question whether country-level recommendations predict future stock market returns in a panel setting that allows for timevarying risk exposure for the individual countries and also controls for country-specific momentum, year fixed effects and country fixed effects.
Calendar time portfolio strategy
Each month t, we split all countries in our sample into quintile portfolios based on the relative position of the average country recommendation observed at the end of month t-1. For each portfolio, we then calculate the return for month t as the equally-weighted average market return across all countries in that portfolio. 17 Our main test is based on a zero-cost hedge portfolio that takes a long position in the quintile of countries with the most favorable recommendations and a short position in the quintile of countries with the least favorable recommendations.
We use four different international asset pricing models to examine the profitability of our trading strategy. First, we use a simple world-CAPM, which incorporates the global market return (in US dollars) but does not account for currency risk (see, Sharpe, 1964; Lintner, 1965) .
Second, we use the International CAPM Redux model presented in Brusa et al. (2014) , which in addition to the global market return denominated in local currencies includes a carry factor and a dollar factor to capture the exchange rate risk faced by US-based investors. 18 Third, we use the international five-factor asset pricing model presented in Fama and French (2015b) .
Finally, we present the results for an extended Fama and French (2015b) model that also includes the carry factor and the dollar factor.
19
More specifically, we estimate the following four time-series models for PRi,t , the return (in US dollar) in month t on each quintile portfolio i. The first model, given in equation (2), is the world-CAPM:
where is the 30 days U.S. T-bill rate in month t, and is the excess return on the world market portfolio in month t, denominated in US dollar.
The second model, in equation (3), is the International CAPM Redux:
where is the month t excess return on the world market portfolio denominated in local currencies. The dollar factor is defined as the average change in the exchange rate between the U.S. dollar and all other currencies, and the carry factor is defined as the difference in exchange rates between baskets of high and low-interest rate currencies (see, Lustig et al., 2011) The third model is the five-factor international asset pricing model proposed in Fama and French (2015b):
, − = + 1 * + 2 * + 3 * + 4 * + 5 * +
where is the return on a value-weighted portfolio that is long small-cap stocks and short large-cap stocks; is the return on a value-weighted portfolio that is long value stocks and short growth stocks; RMWt (Robust Minus Weak) is the return on a value-weighted portfolio that is long robust operating profitability stocks and short weak operating profitability stocks;
CMAt (Conservative Minus Aggressive) is the average return on a value-weighted portfolio that is long conservative investment stocks and short aggressive investment stocks.
The final model, equation (5), is an extension of the Fama-French five-factor model and also includes the dollar factor and the carry factor.
, − = + 1 * + 2 * + 3 * + 4 * + 5 * + 6 * + 7 * + (5) Table 5 reports the monthly abnormal returns (alphas) for the various portfolios, for each of the four international asset pricing models. Group one represents the quintile of countries with the least favorable recommendations, and group five represents the quintile of countries with the most favorable recommendations. The self-financing hedge portfolio is long quintile five countries and short quintile one countries.
[ Brusa et al. (2014) show that there are significant differences across international stock markets in both the magnitude of risk exposure and the degree to which these risk exposures vary over time (see also Dumas & Solnik, 1995) . To account for this time-variation in risk exposures in our empirical tests, we use the following procedure to calculate the abnormal return of the stock market of each country i in month t. First, for each country i and each month t, we use the previous 60-months and run a time-series regression to estimate the relevant factor loadings for each of the four international asset pricing models discussed before. 20 For each of these four models, we then multiply the relevant factor loadings with the corresponding factor realization in month t to obtain, _ , , the predicted stock market return for country i in month t. Finally, we subtract this predicted return from the realized return and obtain the unexpected market return for country i in month t. This unexpected market return, _ , , is the dependent variable in the following panel regression,
Panel Regressions results and time-varying risk exposure
where _ _ , −1 indicates the relative position of the country-level recommendation each month. To obtain this rank value, we sort all aggregate recommendations into ten groups and allocate a value that ranges from -0.5 for the smallest decile to +0.5 for the largest decile.
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, −1, −6 measures the abnormal return for country i over the previous 6 months (t-
1, t-6).
The variables indicates country fixed effects and indicates month fixed effects. Table 6 presents the results for equation (6) based on each of the four international asset pricing models with and without the fixed effects. The t-statistics reported in Table 6 21 We use ranks instead of the actual average recommendations to mitigate the impact of possible structural changes in the level of average recommendations through time. For example, there is evidence that after the regulation changes around 2002, analysts, on average, issue less optimistic recommendations than before (see Barber et al., 2006; Kadan, Madureira, Wang, and Zach, 2009 ). The conclusions do not change when we base our measure on the unadjusted value of the country-level recommendations.
decreases from 0.858 to 1.103, which indicates that our findings are not the result of the exceptional or persistent outperformance of only some of the countries in our sample.
22
[ Table 6 ]
Overall, we conclude that country-level recommendations predict one-month-ahead international stock market returns.
Do country level recommendations contain information about the macroeconomy?
In this section, we test the conjecture that one of the reasons our trading strategy is successful partly because average country level recommendations contain useful information about future macroeconomic conditions. To test our conjecture, we examine whether countrylevel recommendations predict future growth in gross domestic product (GDP) for the countries in our sample.
We obtain the quarterly GDP growth from the OECD database. 23 GDP growth is defined as the percentage change in GDP relative to the same quarter in the previous year (seasonally-differenced). To examine whether aggregate analyst recommendations can predict future GDP changes, we estimate the following panel regressions:
Where ∆ , is the percentage change in GDP for country i (from quarter q-4 to quarter q).
, −1 is the average analyst recommendation for country i at the end of the previous quarter q-1. , −1 is the average score from the World Economic Survey on the country i's expected 22 When we run Fama McBeth-type regressions for each of the countries and for each of the months, we find that the strategy is effective for both the cross-section of countries and for each of the countries separately (time series). For each of the countries, we first regress excess returns (according to the International CAPM Redux) on the lagged recommendation decile. The average of these coefficients across the 33 countries is 1.079 (t-statistic is 2.57). When repeat this process for each of the months separately and regress excess country returns (according to the International CAPM Redux) on the lagged recommendation decile, then the average of the coefficients across the 235 months is 0.944 (t-statistic is 2.41). 23 https://data.oecd.org/ Quarterly GDP data is available for 27 countries. The database does not include GDP data for Hong Kong, Malaysia, Philippines, Singapore, Thailand and Taiwan.
situation regarding the overall economy at the end of the next 6 months as measured in the first month on the previous quarter q-1. 24 (Appendix II provides background information on the World Economic Survey). Since growth in GDP is highly auto-correlated, we also include lagged GDP growth in the model. Finally, to allow for systematic differences in growth rates across countries and years, we include country fixed effects, Ci and quarter fixed effects QRTq (a unique dummy for each of the 82 quarters in the sample).
The first column in Table 7 In the final three columns, we test whether the average country recommendation helps to predict economic growth in next two, three or four quarters, based on the Anderson-Hsiao estimator. The results in columns 4-6 show that the average country recommendation predicts GDP growth two-quarters ahead but has no predictive ability for the next two quarters.
Robustness tests
This section presents a battery of robustness tests where we focus on the hedge portfolio results in Table 5 . We show that the results in Table 5 are robust to changes in the definition of winner and loser groups, the definition of country level recommendations, the measurement of international stock market returns and sample period. The results of these tests are presented
in Table 8 and focus on the results for the portfolio of countries in the lowest and highest recommendation quintiles and the hedge portfolio that is short the former and long the latter.
The first row in Table 8 , presents the base case results for each international asset pricing model, which are the same as the results in Table 5 .
Alternative definition of winner group and loser group
In order to increase diversification of the long and short portfolio across countries, we split the sample into two halves and go long the countries above the median in terms of their country recommendation and short the countries below the median. The benefit of this strategy is increased diversification of the long and short portfolios across the sample countries.
However, in line with the idea that portfolios with less extreme values for country recommendations result in smaller abnormal returns, we find that average abnormal returns decrease. For example, based on the CAPM Redux, the average monthly return decreases from 0.935 percent (t-statistic is 3.12) for the base case to 0.434% per month (t-statistic is 2.53) for this alternative strategy that has more than twice the number of countries in the long and short portfolios.
Regulation changes in the brokerage industry
The brokerage industry was confronted with significant regulatory changes in 2002 in the US and 2003 in Europe. We expect that after the regulatory changes, recommendations are more comparable across countries, potentially enhancing the returns of the trading strategy.
However, the regulatory changes also resulted in a decline in informativeness of recommendations in the US (see Kadan et al., 2009) , and possibly other countries.
In panel B1 in Table 8 , we present the results of the base case trading strategy for the period Jan 1994-Dec 2001, i.e. before the regulation changes. Panel B2, in Table 8 
Informativeness of aggregate analyst recommendation changes
Many studies on the information content of analyst recommendations focus on recommendation changes rather that recommendation levels. Panel C in Table 8 level that tend to find that analyst recommendation revisions provide more useful information to investors.
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Value-weighted portfolio performance
The base case results are based on portfolios where each country has an equal weight.
In Panel D of Table 8 , we present the result of an alternative strategy where the weight of each country in the long and short portfolio is based on the total market capitalization of that country at the start of the calendar year, based on data from the World Development Indicator. 27 The mean abnormal return based on the International CAPM Redux is 1.052% (t-statistic is 3.08), which is economically and statistically significant. These results again confirm our previous findings that country-level analyst recommendations are useful for international asset allocation.
Alternative definition of the stock market index
In this test we replace the MCSI index returns used in our main tests with a valueweighted market return for each country that only includes the stocks with recommendations, resulting in a closer match between the return measures and the country-level recommendations.
To calculate the monthly value-weighted stock market return of all the companies with recommendations in country i in month t, we weigh the return of each stock j, ℎ_ , , by its market capitalisation in month t-1, _ , −1 : Table 8 , Panel E shows that, with a closer match between a country's market return and the aggregate analyst recommendation, the abnormal return of the trading strategy is slightly 26 See, for example, Womack (1996) and Jegadeesh et al. (2004) . 27 Market capitalization data is based on listed domestic companies. Investment funds, unit trusts, and companies whose only business is to hold shares of other listed companies are excluded. Data are end of year values, converted to U.S. dollars using corresponding year-end foreign exchange rates. Market capitalization data is available from 1993 to 2012, and is available for all countries in our sample apart from Taiwan. larger and more significant. For example, based on the International CAPM Redux the average abnormal return equals 1.016% (t-statistic is 3.48) per month.
Alternative constructions of aggregate analyst recommendation
The base case results are based on the average consensus forecast using outstanding recommendations that were announced within the last quarter. Table 8 , Panel F presents the results when we only consider outstanding recommendations within the last month, last half year and last year. For all four asset pricing models, we find that the results are stronger if country-level recommendations are based on more recent forecasts. For the International CAPM Redux, the abnormal return is 1.137%% (t-statistic is 3.56) when the consensus recommendation is based on last month's recommendations only, whereas the average abnormal return is 0.295% (t-statistic is 1.1) if the consensus recommendation is based on all recommendations in the last year.
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The last panel in Table 8 , Panel F presents the results if the country-level recommendation is based on the most recent recommendation across analysts for each stock.
That is, for each stock at the end of each month, we only use the most recent recommendation in past 3-months to calculate the average country-level recommendation. The average abnormal returns based on this measure are higher than the base case results and lower than the results based on outstanding recommendations within the last month.
The impact of prediction period
Panel G of Table 8 shows that country level recommendations have some predictive ability about international stock market returns two months and three months ahead. The return of 28 Note that the consensus forecasts only use the most recent recommendation for each analyst for each stock. By extending the window back to 12 months, there are approximately 65% more recommendations in the sample compared to the 3 month window (i.e. covering more stocks, but also potentially including more stale forecasts). Using the 12 month window, 35% of the outstanding recommendations were announced within the last 3 months, 28% were announced within the last 4 to 6 months, and 37% of the recommendations are more than 6 months old.
buying the most favorable group of countries and selling the least favorable group of countries based on the country-level recommendation at the end of month t-2 yields a significant abnormal return of 0.62 percent (t-statistic is 2.06). The strategy still yields a significant abnormal return of 0.707 percent (t-statistic 2.27) three month after portfolio formation.
However, four months after portfolio formation the strategy is no longer profitable (unreported).
Conclusion
This study shows that analyst information aggregated at the country level can predict onemonth-ahead stock market returns across countries. The portfolio performance of a selffinancing hedge portfolio that buys the stock market indices of the countries with the most favorable recommendations and sells the stock market indices of the countries with the least favorable recommendations yields a return of around one percent per month. Results are robust to different international asset pricing models, portfolio construction rules and measurement windows. We also show that country-level analyst recommendations predict next quarter's growth in GDP even when we control for survey-based forecasts by a panel of economists.
Table 1 Descriptive Statistics for Analyst Recommendations from I/B/E/S
This table presents the distribution of all recommendations across five tiers of I/B/E/S rating scale. The sample consists of all international markets with at least 10,000 individual recommendations from January 1994 to June 2015. To comply with previous studies, we reverse the ordering of analyst recommendation, where 1 represents strong sell, and 5 represents strong buy. Specifically, these data are presented in two panels. Panel A provides the distribution of initial recommendation, and Panel B provides the distribution of revised recommendation. It also provides information about the direction of revised recommendation changes. Each cell in Panel B shows the number of recommendations changes from the rating of row index to the score of column index. 
Table 2 Descriptive Statistics of all recommendations by year
Column 2 is the number of firms with at least one valid recommendation in our sample, by year. Column 3 shows the number of analysts that can be identified by the analyst masked code. The mean and median number of analysts issuing recommendations for each covered firm is shown by year. This is followed by the average number of firms each analyst covered. The number of average recommendation simply takes the arithmetic mean of all the available recommendation across all countries in our sample. Table 3 Descriptive Statistics by country for all recommendation Table 3 shows the recommendation statistics for each country in our sample throughout the whole sample period. We only report the statistics of the 33 countries with more than 10,000 recommendations over our sample period. These 33 countries issue about 80% worldwide recommendations. Analysts are identified using the analyst masked code from I/B/E/S. The recommendation statistics for each country are the annual average across the whole sample period. The sample period is from January 1994 to June 2015. Panel A reports statistic for developed countries and Panel B reports statistic for emerging countries, based on the MSCI country classification. This table shows the regression results of one-quarter-ahead GDP on aggregate analyst recommendations. The sample period is from 1995Q1 to 2015Q4. All variables are quarterly. We include 27 countries in GDP analysis due to data availability. The lagged one-quarter aggregate analyst recommendation is the aggregate analyst recommendation at the previous quarter-end month. We also require at least 50 firms that have an outstanding recommendation for that quarterend-month in each country. , −1 is the average score from the World Economic Survey on the country i's expected situation regarding the overall economy at the end of the next 6 months as measured in the first month on the previous quarter q-1. The first column in Table 7 reports the results for panel regressions 7 without country fixed effects. The results in the second column are based on the panel regression including country fixed effects. In column 3, we present the results from the Anderson-Hsiao estimator of equation 7. Column 4-6 shows whether the average country recommendation helps to predict economic growth in next two, three or four quarters, based on the Anderson-Hsiao estimator. All the t-statistics are clustered by country. The superscripts ***, **, and * denote statistical significance at the 1%, 5%, and 10% levels, respectively. 
Figure 1 Average recommendation levels in G7 countries
This figure shows the value-weighted average recommendation across all the firms in G7 countries. The calculation of the consensus recommendations for each firm is based on all outstanding recommendations issued a minimum of two days and a maximum of three months prior to the end of calendar month t. Specifically, a recommendation is outstanding if it has not been stopped by the broker. The sample period is from Jan 1994 to June 2015 and the recommendations range from 1 (strong sell) to 5 (strong buy).
Appendix II: Ifo World Economic Survey Facts 30
The Ifo World Economic Survey (WES) is an economic confidence survey conducted in more than 90 countries by the Ifo Institute for Economic Research in Munich, in co-operation with the Parisbased International Chamber of Commerce (ICC) and with the financial support of the European Commission.
Purpose: assess worldwide economic trends
Time and Frequency:
 The survey was initiated in the early 1980s and has been conducted quarterly since 1989.
 It runs in the first month of every quarter. Experts are asked for their near-term expectation, which corresponds to a 6-month horizon. Survey participants are required to respond within a period of four weeks.
Participants:
 The survey respondents are domiciled in the country for which they answer the survey.
 The WES panel contains economic experts with a range of specializations in management, finance, and other business function.
Characteristic:
 For each quarterly survey, the WES receives in total about 1,100 questionnaires from 121 countries.
 It is comparable over time and across countries as the questionnaire is the same for all countries and the questionnaire has been used almost unchanged since 1983, except for few questions that were implemented in 1998.
 The survey is qualitative in nature and respondents can answer either "higher", "about the same" or "lower". There are eight standard questions, regularly recurring additional questions and one-time questions on current issues in the world economy.
